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ENGROSSED SUBSTI TUTE SENATE BI LL 5311

Passed Legislature - 2007 Regul ar Session
State of WAshi ngt on 60t h Legi sl ature 2007 Regul ar Session

By Senate Commttee on Ways & Means (originally sponsored by
Senators Brown, Zarelli, Prentice, Marr, Tom MAuliffe and Kil ner;
by request of Governor G egoire)

READ FI RST TI ME 02/ 08/ 07.

AN ACT Relating to a budget stabilization account; anmending RCW
43. 135.035; reenacting and anending RCW 43.84.092 and 43.135.045;
adding new sections to chapter 43.79 RCW adding a new section to
chapter 82.33 RCW creating a new section; repealing RCWA43. 33A. 220 and
43.135.051; providing a contingent effective date; and declaring an
emer gency.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

NEW SECTION. Sec. 1. A new section is added to chapter 43.79 RCW
to read as foll ows:

The budget stabilization account shall be established and
mai ntained in the state treasury. Mneys in the fund may be spent only
after appropriation.

NEW SECTION. Sec. 2. A new section is added to chapter 43.79 RCW
to read as foll ows:

(1) The budget stabilization account is governed by the provisions
in Article VII, section . . . (Senate Joint Resolution No. 8206) and
this section.
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(2) By June 30th of each fiscal year, the state treasurer shal
transfer an anount equal to one percent of the general state revenues
for that fiscal year to the budget stabilization account.

(3) The state investnent board has the full power to invest,
rei nvest, manage, contract, sell, or exchange investnent noneys in the
budget stabilization account. Al'l investnent and operating costs

associated with the investnent of noney shall be paid pursuant to RCW
43. 33A. 160 and 43.84.160. Wth the exception of these expenses, the
earnings from the investnent of the noney shall be retained by the
account. All investnents made by the state investnent board shall be
made with the exercise of that degree of judgnment and care pursuant to
RCW 43. 33A. 140 and the investnent policies established by the state
i nvest nent board. As deened appropriate by the state investnent board,

nmoneys in the account may be conmm ngled for investnent with other funds
subject to investnent by the board.

(4) For the purposes of Article VII, section . . . (Senate Joint
Resol ution No. 8206), this section, and section 3 of this act, the
state enploynent growh forecast shall be based on the total nonfarm
payrol |l enpl oynent data series.

NEW SECTION. Sec. 3. A new section is added to chapter 82.33 RCW
to read as foll ows:

The state econom ¢ and revenue forecast council shall performthe
state enploynent growh forecast and general state revenue estinmates
required by Article VII, section . . . (Senate Joint Resolution No.
8206) .

Sec. 4. RCW43.84.092 and 2006 ¢ 337 s 11, 2006 c¢ 311 s 23, 2006
c 171 s 10, 2006 c 56 s 10, and 2006 ¢ 6 s 8 are each reenacted and
anmended to read as foll ows:

(1) Al earnings of investnments of surplus balances in the state
treasury shall be deposited to the treasury inconme account, which
account is hereby established in the state treasury.

(2) The treasury income account shall be utilized to pay or receive
funds associated with federal prograns as required by the federal cash
managenent i nprovenent act of 1990. The treasury incone account is
subject in all respects to chapter 43.88 RCW but no appropriation is
required for refunds or allocations of interest earnings required by
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the cash managenent | nprovenent act. Refunds of interest to the
federal treasury required under the cash managenent i nprovenent act
fall wunder RCW 43.88.180 and shall not require appropriation. The
office of financial managenent shall determ ne the anobunts due to or
fromthe federal governnent pursuant to the cash nmanagenent i nprovenent
act. The office of financial managenent may direct transfers of funds
bet ween accounts as deemed necessary to inplenent the provisions of the
cash managenent inprovenent act, and this subsection. Ref unds or
all ocations shall occur prior to the distributions of earnings set
forth in subsection (4) of this section.

(3) Except for the provisions of RCW43.84.160, the treasury incone
account may be utilized for the paynent of purchased banki ng services
on behalf of treasury funds including, but not limted to, depository,
saf ekeepi ng, and disbursenent functions for the state treasury and
af fected state agencies. The treasury incone account is subject in al
respects to chapter 43.88 RCW but no appropriation is required for
paynments to financial institutions. Paynments shall occur prior to
distribution of earnings set forth in subsection (4) of this section.

(4) Monthly, the state treasurer shall distribute the earnings
credited to the treasury incone account. The state treasurer shall
credit the general fund with all the earnings credited to the treasury
i ncone account except:

(a) The followng accounts and funds shall receive their
proportionate share of earnings based upon each account's and fund's
average daily balance for the period: The budget stabilization

account, the capitol building construction account, the Cedar River
channel construction and operation account, the Central Washington
Uni versity capital projects account, the charitable, educational, pena
and reformatory institutions account, the Colunbia river basin water
supply devel opnent account, the comon school construction fund, the
county crimnal justice assistance account, the county sales and use
tax equalization account, the data processing building construction
account, the deferred conpensation adm nistrative account, the deferred
conpensation principal account, the departnent of retirenent systens
expense account, the developnental disabilities comrunity trust
account, the drinking water assistance account, the drinking water
assistance admnistrative account, the drinking water assistance
repaynment account, the Eastern Washington University capital projects
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account, the education construction fund, the education |egacy trust
account, the election account, ((the—enrergenrey—+eserve—fund-)) the
energy freedom account, The Evergreen State College capital projects
account, the federal forest revolving account, the freight nobility
i nvest nent account, the freight nobility nultinodal account, the health
services account, the public health services account, the health system
capacity account, the personal health services account, the state

hi gher education construction account, the higher educati on
construction account, the highway infrastructure account, the high-
occupancy toll |anes operations account, the industrial insurance

prem um refund account, the judges' retirement account, the judicia
retirement admnistrative account, the judicial retirenment principa
account, the local |easehold excise tax account, the |local real estate
excise tax account, the local sales and use tax account, the nedica
aid account, the nobile honme park relocation fund, the nmultinodal
transportation account, the nunicipal crimnal justice assistance
account, the municipal sales and use tax equalization account, the
nat ural resources deposit account, the oyster reserve |l and account, the
pensi on funding stabilization account, the perpetual surveillance and
mai nt enance account, the public enployees' retirenment system plan 1
account, the public enployees' retirenent system conbined plan 2 and
plan 3 account, the public facilities construction |oan revolving
account beginning July 1, 2004, the public health suppl enental account,
the public works assistance account, the Puyallup tribal settlenent
account, the real estate appraiser comm ssion account, the regiona
mobi ity grant program account, the resource managenent cost account,
the rural Washington loan fund, the site closure account, the small
city pavenent and sidewal k account, the special wildlife account, the
state enployees' insurance account, the state enployees' insurance
reserve account, the state investnent board expense account, the state
i nvestnment board commngled trust fund accounts, the supplenental
pensi on account, the Tacoma Narrows toll bridge account, the teachers
retirement system plan 1 account, the teachers' retirement system
conbi ned plan 2 and plan 3 account, the tobacco prevention and contr ol
account, the tobacco settlenent account, the transportation
infrastructure account, the transportation partnership account, the
tuition recovery trust fund, the University of Washington bond
retirement fund, the University of Wshington building account, the
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volunteer fire fighters' and reserve officers' relief and pension
principal fund, the volunteer fire fighters' and reserve officers’
admnistrative fund, the Wshington fruit express account, the
Washington judicial retirement system account, the Washington |aw
enforcenment officers’ and fire fighters' system plan 1 retirenent
account, the Washington |aw enforcenent officers' and fire fighters'
system plan 2 retirenent account, the Wshington public safety
enpl oyees' plan 2 retirenent account, the Washi ngton school enpl oyees

retirement system conbi ned plan 2 and 3 account, the Washington state
heal th i nsurance pool account, the WAshington state patrol retirenent
account, the Wishington State University building account, the
Washi ngton State University bond retirenent fund, the water pollution
control revolving fund, and the Western Washi ngton University capital
projects account. Earnings derived from investing balances of the
agricultural permanent fund, the normal school permanent fund, the
per mnent common school fund, the scientific permanent fund, and the
state university permanent fund shall be allocated to their respective
beneficiary accounts. All earnings to be distributed under this
subsection (4)(a) shall first be reduced by the allocation to the state
treasurer's service fund pursuant to RCW 43. 08. 190.

(b) The follow ng accounts and funds shall receive eighty percent
of their proportionate share of earnings based upon each account's or
fund's average daily bal ance for the period: The aeronautics account,
the aircraft search and rescue account, the county arterial
preservation account, the departnent of |icensing services account, the
essential rail assistance account, the ferry bond retirenent fund, the
grade crossing protective fund, the high capacity transportation
account, the highway bond retirenent fund, the highway safety account,
the notor vehicle fund, the notorcycle safety education account, the
pi | ot age account, the public transportation systens account, the Puget
Sound capital construction account, the Puget Sound ferry operations
account, the recreational vehicle account, the rural arterial trust
account, the safety and education account, the special category C
account, the state patrol highway account, the transportation 2003
account (nickel account), the transportation equipnent fund, the
transportation fund, the transportation inprovenent account, the
transportation i nprovenent board bond retirenent account, and the urban
arterial trust account.
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(5) In conformance with Article 11, section 37 of the state
Constitution, no treasury accounts or funds shall be allocated earnings
w thout the specific affirmative directive of this section.

Sec. 5. RCW43.135.045 and 2005 ¢ 518 s 931, 2005 c¢ 314 s 401, and
2005 ¢ 76 s 2 are each reenacted and anended to read as fol |l ows:

(1) {{Fhe—energency—reserve—fund—ts—estabbshed—+n—the—state

foH-ows—Seventy-—ft+ve—perecent—to)) The student achievenent fund is
hereby created in the state treasury ((anrdtwenty—f++ve percent—tothe
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((64)y)) (2) The education construction fund is hereby created in
the state treasury.

(a) Funds may be appropriated fromthe education construction fund
exclusively for comon school construction or higher education
construction.

(b) Funds may be appropriated for any other purpose only if
approved by a two-thirds vote of each house of the legislature and if
approved by a vote of the people at the next general election. An
appropriation approved by the people under this subsection shall result
in an adjustnment to the state expenditure limt only for the fisca
period for which the appropriation is made and shall not affect any
subsequent fiscal period.

((65))) (3) Funds from the student achievenent fund shall be
appropriated to the superintendent of public instruction strictly for
distribution to school districts to neet the provisions set out in the
student achi evenent act. Al'l ocations shall be nmade on an equal per
full-time equival ent student basis to each school district.

Sec. 6. RCW43.135.035 and 2005 ¢ 72 s 5 are each anended to read
as follows:

(1) After July 1, 1995, any action or conbination of actions by the
| egislature that raises state revenue or requires revenue-neutral tax
shifts may be taken only if approved by a two-thirds vote of each
house, and then only if state expenditures in any fiscal year,
i ncluding the new revenue, wll not exceed the state expenditure limts
establ i shed under this chapter.

(2)(a) If the legislative action under subsection (1) of this
section will result in expenditures in excess of the state expenditure
limt, then the action of the legislature shall not take effect until
approved by a vote of the people at a Novenber general election. The
state expenditure limt commttee shall adjust the state expenditure
limt by the anmount of additional revenue approved by the voters under
this section. This adjustnent shall not exceed the anpunt of revenue
generated by the legislative action during the first full fiscal year

p. 7 ESSB 5311. PL
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in which it is in effect. The state expenditure |limt shall be
adj ust ed downward upon expiration or repeal of the legislative action.

(b) The ballot title for any vote of the people required under this
section shall be substantially as foll ows:

"Shall taxes be inposed on . . . . . . . in order to allow a
spendi ng increase above |last year's authorized spending adjusted for
personal income grow h?"

(3)(a) The state expenditure limt may be exceeded upon decl aration
of an energency for a period not to exceed twenty-four nonths by a | aw
approved by a two-thirds vote of each house of the |egislature and
signed by the governor. The law shall set forth the nature of the
energency, which is limted to natural disasters that require i mediate
governnent action to alleviate human suffering and provi de humanitari an
assistance. The state expenditure limt may be exceeded for no nore
than twenty-four nonths foll owm ng the declaration of the enmergency and
only for the purposes contained in the energency decl aration.

(b) Additional taxes required for an energency under this section
may be inposed only until thirty days following the next general
el ection, unless an extension is approved at that general election.
The additional taxes shall expire upon expiration of the declaration of
ener gency. The legislature shall not inpose additional taxes for
ener gency purposes under this subsection unless funds in the education
construction fund have been exhaust ed.

(c) The state or any political subdivision of the state shall not
i npose any tax on intangi ble property listed in RCW84. 36.070 as that
statute exists on January 1, 1993.

(4) If the cost of any state program or function is shifted from
the state general fund or a related fund to another source of funding,
or if nmoneys are transferred fromthe state general fund or a related
fund to another fund or account, the state expenditure limt commttee,
acting pursuant to RCW43.135.025(5), shall lower the state expenditure
limt to reflect the shift. For the purposes of this section, a
transfer of noney from the state general fund or a related fund to
anot her fund or account includes any state |egislative action taken
that has the effect of reducing revenues from a particular source
where such revenues woul d ot herwi se be deposited into the state general
fund or a related fund, while increasing the revenues from that
particular source to another state or |ocal governnent account. This

ESSB 5311. PL p. 8
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subsection does not apply to: (a) The dedication or use of lottery
revenues under RCW 67.70.240(3) or property taxes under RCW 84.52. 068,
in support of education or education expenditures; or (b) a transfer of
noneys to, or an expenditure from the budget stabilization account.
(5 If the cost of any state program or function and the ongoi ng
revenue necessary to fund the program or function are shifted to the
state general fund or a related fund on or after January 1, 2007, the

state expenditure limt committee, acting pur suant to RCW
43.135. 025(5), shall increase the state expenditure Iimt to reflect
the shift.

NEW SECTION. Sec. 7. On the effective date of this section, the
state treasurer shall transfer all noney remaining in the energency
reserve fund to the budget stabilization account.

NEW SECTION. Sec. 8. The following acts or parts of acts are each
r epeal ed:

(1) RCW 43.33A.220 (Energency reserve fund--Board's duties) and
1999 ¢ 288 s 2; and

(2) RCW43.135.051 (Energency reserve fund--State investnent board
authority to invest or nmanage) and 1999 c 288 s 1.

NEW SECTION. Sec. 9. Section 1 of this act is necessary for the
i mredi ate preservation of the public peace, health, or safety, or
support of the state governnent and its existing public institutions,
and takes effect imedi ately.

NEW SECTION. Sec. 10. Sections 2 through 8 of this act take
effect July 1, 2008, if the proposed anmendnent to Article VIl of the
state Constitution (Senate Joint Resolution No. 8206) is validly
submtted to and is approved and ratified by the voters at a genera
el ection held in Novenber 2007. If the proposed anendnment is not
approved and ratified, sections 2 through 8 of this act are void in
their entirety.

--- END ---
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